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AVERI CAN HEALTHGUARD CORPORATI ON
NOTES TO FI NANCI AL STATEMENTS
As of Novenber 30, 2002

CGeneral information

The corporation is in the business of providing a dental health

care plan. It has contracted with established nenbers of the
dental profession to provide health plan nenmbers with quality
dental care and treatnment. Each subscriber receives care in a

conveni ent dental office by his own personal plan dentist. This
service offers the econom cs of group health care and individual
attention of a private practice.

Not e recei vabl e- shar ehol der

Not e receivable fromDavid Kutner is secured by a deed of trust on real property;
due on demand with interest at 12.00 per cent per annum

Fi xed Assets

Fi xed Assets are stated at cost. The Mdified Asset Cost Recovery Systemis being
used to allocate the cost of assets over estinmated useful |lives of five and seven
years.

When fixed assets are retired or otherw se disposed of, the costs and related
accunul ated depreciation are renoved fromthe accounts with any resulting gain or
|l oss reflected in income for the period. Maintenance and repairs are expensed as
i ncurred.

Sof t ware Devel opnent Costs

Ameri can Heal thGuard Corporation is capitalizing software

devel opnent costs. The software was placed in service on March 1,
2002. It is being anortized over 5 years. The anortization
expense for the quarter ended 11/30/02 was $9, 018.

Not es and contracts payabl e

The notes are subordinated to the State of California. The notes
are convertible to paid-in-capital at the option of the stockhol der

Not e payable to David Kutner is unsecured,
due on demand and bears no interest $ 53,600

Not e payable to David Kutner is unsecured,
due on demand and bears interest at 12.00%
per annum 125, 000

Not e payabl e, unsecured, due on demand, interest
at 10% per annum 40, 000

I nsurance contract payable. Paynents of $2,591
per nonth including interest at 10% per annum
The contract nmmtures August, 2003 20, 724

TOTAL NOTES AND CONTRACTS PAYABLE $ 239, 324

Capital Stock

Aut hori zed 10, 000 shares of common stock; 400 shares issued and
out st andi ng.

Provi sion for incurred and unreported clains

No provision has been made for incurred and unreported clains since each provider
is capitated at fixed rate based on the nunber of enrollees, not on services
provi ded.

Accounts and notes receivable fromofficers, directors, owners, or
affiliates
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There are no accounts or notes receivable from officers, directors, owners or
affiliates, other than noted above.

Donated materials or services

The plan has received no donated naterials. Al of the officers of the plan
donate their services to the plan.

For gi ven debt or obligation

No debt or obligation of the plan has been forgiven.

Nunber of enroll ees

The nunber of enrollees in the plan as of Novenber 30, 2002 was
23, 937.

Adm ni strative costs:

The anmount of adm nistrative costs for the period ended Novenmber 30, 2002 exceeds
the stated adm nistrative percentage for the follow ng reasons. The plan was

licensed Septenber 30, 1984. Certain start - up and establishing costs are
necessary to create the environnment for building a prepaid health plan from
scratch. Expenditures for printing, graphics, office supplies and equipnent,
anong other administrative costs wll be proportionately | ower. The

admi nistrative costs represent 52.10 per cent of revenue obtained from
subscri bers and enroll ees.

Payments to non-contracting providers

No paynents to non-contracting providers or reinbursenents to subscriber
enrol | ees were made during the year

Provi ders wi thhold, incentive withhold or risk poo

No provision has been nmade for provider w thhold, incentive withhold or risk
pool since none exist.

Heal th care services

The total expenditures for health care services (capitation) as of Novenber
30, 2002 is $121, 374.

I ncone taxes

The provision for incone taxes is based on incone before incone
taxes as reported in the incone statenent.
Feder al $ -0-
State 800
Provi sion for incone taxes $ 800



